ADJUSTMENT BUDGET: 2013/2014 FINANCIAL YEAR 


(JMM) (6/1/1 - 13/14) 

REPORT OF THE CHIEF FINANCIAL OFFICER 

1. PURPOSE 

The purpose of the report is to obtain approval for adjustments to the approved 
2013/2014 Medium-Term Revenue and Expenditure Framework (MTREF) in terms 
of Section 28 of the Local Government; Municipal Finance Management Act, 2003 
(Act 56 of 2003). 

2. BACKGROUND 

The 2013/2014 MTREF was approved by Council on the 22"** of May 2013 in 
accordance with Section 24(1) of the Local Government: Municipal Finance 
Management Act, 2003 (Act 56 of 2003) (MFMA) and applicable National Treasury 
Finance Management Reform requirements. 

Mid-term financial assessment 

In terms of Section 28 of the MFMA a municipality may revise an approved annual 
budget through an adjustment budget. It is prudent to note that the adjustments 
budget is not a re-budgeting process, thus fiscal discipline must be adhered to at all 
times. Only the Mayor may table an adjustments budget in the Municipal Council 
and it may only be tabled within prescribed limitations as to timing or frequency. In 
terms of the Municipal Budget and Reporting Regulations, only one adjustments 
budget may be tabled in Council during the financial year, after tabling of the Mid- 
Year Budget and Performance Assessment, but not later than 28 February. 

Section 72 of the MFMA stipulates that the Accounting Officer must by 25 January 
assess the performance of the municipality during the first half of the financial year 
and as part of the review, make recommendations as to whether an adjustments 
budget is necessary and recommend revised projections for revenue and expenditure, 
to the extent that it may be necessary. 

The Mid-year budget review report indicates actual operating revenue realised 
(excluding Capital Transfers) amounts to R746 265 million and operating expenditure 
realised R589 765 million. A surplus of R156 499 million is realised. Compared to 
the projected budget a favourable variance of R37 768 million is reflected. 

The report furthermore indicates the necessity for tabling an Adjustment Budget for 
the 2013/2014 financial year for inter alia, the following: 



- To adjust some revenue estimates downward and upward owing to a declining 
trend in certain operating revenue sources, such as “Rental of Facilities”. 

- To authorise the utilisation of projected savings in one vote towards spending 
under another vote. 

- To facilitate the inclusion of rolled over / transfer grant funding. 


3. SPECIAL ADJUSTMENTS BUDGET TO AUTHORISE UNAUTHORISED 
EXPENDITURE FROM MIG FUNDS 

An item to deal with MIG Projects is presented separately. 

4. 2013/2014 ADJUSTMENTS BUDGET PROCESS AND RELATED ISSUES 

4. 1 Budget Process and Guidelines 

The following principles gave guidance to the compilation of the 2013/14 
Adjustments Budget: 

- The Budget must be funded in terms of the funding compliance procedure set out 
in MFMA Circular 42, and the Funding Compliance Guideline. 

Affordability within the context of sustainability must be considered and 
maintained. 

Property rates and Service charges shows an insignificant growth compared to the 
previous consumptions. 

- Funding will only be considered subject to: 

• Additional Revenue. 

• A projected under collection in revenue that will result in a request to decrease 
the relevant revenue, must be accompanied by a corresponding decrease in 
expenditure. 

• Savings identified in other programs and projects. 

• Grants to be received from an external source. 

• Submissions which relate to external funding sources must be accompanied by 
proof of confirmation from the relevant transferring authority. 



• Appropriation of funding from National / Provincial Departments should be 
accompanied by acceptable documentation as per MBRR. 

- Filling of vacancies should be processed within current allocation. 

- Overtime to be managed within the available resources and departments are 
encouraged to adopt a shift system to manage overtime expenditure. 

- Repairs and Maintenance should not be compromised. 

- Consideration needed to be given to the business plans, including targets and 
objectives. 

- The Staff cost proposed is based on current salary bill and all advertised positions. 

- Departments need to concentrate on core functions, proactively review and 
reprioritize their budget. 

- The 2013/2014 Adjustments Budget must only address adjustments relating to 
capital projects within the approved 2013/2014 MTREF. 

- Should the departments be aware of any internal funding on the Capital Budget 
that will not be spent in the 2013/2014 financial year the department must indicate 
the amount as a saving. No savings on grant funding will be accommodated, as 
all grant allocations must be spent according to the terms and conditions of the 
grant. 

- All proposed capital adjustments must be accompanied by revised cash flow and 
milestone projections to ensure timely submission to the Performance Monitoring 
and Evaluation. 

- Submissions whivh relate to external funding sources must be accompanied by 
proof of confirmation from the relevant transferring department or institution. 

Grant Funding 

Unspent Grant funds roll-over from 2012/13 financial year and allocation for 2013/14 

financial year are set out below: 

- 2013/14 Allocation 

In terms of the Division of Revenue Act, 2013 (Act 2 of 2013) promulgated on the 
10* of June 2013, Govan Mbeki Municipality has been allocated R87 245 million 
for this financial year. 



2012/13 Roll-over 


During the approval of the 2012/2012 roll-over an amount of R4 million was not 
approved by National Treasury, however this amount was already committed 
whereby contractors were appointed in June 2012. This relates to fencing projects. 

National Treasury indicated that the application was not cash-backed in 2011/12 
hence R4 million was not approved. Projects were however implemented. 

Subsequently at year end 2012/13 an amount of R14.4 million was not spent at 30 
Jxme 2013, however COGTA advised that if the allocation is spent within July it is 
deemed as spent according to the Dora Allocation, hence no roll-over application 
was sent. 

However National Treasmy notified the Municipality in November 201 3 of the 
intention to withheld R18.4 million, in turn the advice from COGTA was brought 
to the attention of National Treasury on the roll over but the money was withheld 
from the Municipality’s equitable share. 

As a result to this action a meeting was requested with National Treasury in order 
for the Municipality to present its case. On the 12^’’ of February 2014 such 
meeting took place wherein the municipality and COGTA Provincial was in 
attendance. 

National Treasury has agreed to reconsider their decision upon the receipt of late 
roll-over application for R14.4 million but indicated that R4 million is a 
concluded activity. Such an application has been submitted and provision will be 
made on the Adjustment Budget although projects are completed and the money is 
spent. 

District Municipality Grant 

District Municipality increased the grant from R13 150 million to R15 678 

million. 

Provincial Department of Human Settlement 

As per item B 13/1 1/2013, the Provincial Department of Human Settlement has 
acceded to the request for ftinding for acquisition of ervens in Emzinoni Extension 
5. An amount of R31.8 million will be included in this adjustment. 



5. 


DISCUSSION OF THE PROPOSED 2013/14 ADJUSTMENTS BUDGET 


The proposed 2013/14 Adjustments Budget is broken into two components, namely 
the Operating and Capital Budget which is discussed below. 

Tlie Adjustments Budget and supporting documentation is attached as Annexure “A”, 
consisting of Part 1 (Adjustments Budget) and Part 2 (Supporting Documentation). 

5.1 Summary of the Proposed 2013/14 Operating Adjustments Budget 

Budget consultations were held prior to the Steering Committee on the 13 to the 14 
of February 2014. The following are the details of the proposed adjustments: 

5.1.1 The following table summarises the outcome of the 2013/14 Adjustments Budget: 


Summary of the 2013/14 Adjustments Budget 










1 

1 



R’OOO 

Total Operating Revenue 

1 369 466 

1 41 1 600 

1 392 728 

1 476 040 

Total Operating Expenditure 


445 002 

1711.781 


1 856 889 

Surplus /( Deficit) tor the year 

(75 535) 

(300 180) 

(376 628) 1 

(380 850) 

Total Capital Expenditure 

257 m 

310 089 

■ ■•,,208 502 

193 037 


The Council approved the 2013/14 Original Revenue Budget to the amount of R1.37 
billion which has been increased with R42 million to R1.4 billion (+3%). 
Furthermore the total expenditure of R1.4 billion was increased to R1.7 billion 
(+18%). 

The deficit for the year is R300 million, it shows a growth of R225 million. 
Municipalities have been advised by the Provincial Treasury that in cases of deficit 
the amount must not exceed provision for depreciation which a non-cash item. The 
expected depreciation is estimated at R301 million, for the 2012/13 financial year 
actual depreciation was R308 million. There have been repairs and maintenance 
carried on infrastructure projects during this year. 

The Municipality is however cautioned to work towards a cash-backed budget in 
terms of Circular 42. It is therefore prudent to develop an integrated at least three to 
five year financial plan to turn the picture around. 

5.1.2 The following two tables reflect the approved 2013/14 MTREF, the proposed 
Adjustments Budget (revenue by source and expenditure by type) and the subsequent 
outer years: 



Revenue by Source 











Revenue By Source 

Property rates 

159,194 

192,601 

168,745 

178,870 

Property rates - penalties & collection charges 

- 

- 



Service charges - electricity revenue 

382,875 

410,275 

413,505 

446,585 

Service charges - water revenue 

269,530 

269,530 

295,998 

325,065 

Service charges - sanitation revenue 

59,446 

66,580 

64,654 

70,334 

Service charges - refuse revenue 

79,316 

87,247 

85,661 

92,514 

Service charges *• other 

10,000 

10,000 

42,012 

32,097 

Rental of facilities and equipment 

4,675 

3,273 

4,955 

5,253 

Interest earned - external investments 

1,292 

1,492 

1,370 

1,452 

interest earned - outstanding debtors 

35,955 

35,955 

38,113 

40,399 

Dividends received 

“ 

-- 



Fines 

9,721 

9,721 


10,922 

Licences and permits 

14 

14 1 

15 

16 

Agency services 

33,935 

73,935 

35,971 

38,129 

Transfers recognised - operating 

196,735 

196,735 

197,164 

198,086 

Other revenue 

91,778 

19,242 

34,261 

36,317 

Gains on disposal of PPE 

35,000 

35,000 

- 


Total Revenue (excluding capital transfers and 
contributions) - - • 

1,369,466 


ym,i2i 

1,476,046 


The above table indicates a total operating revenue (excluding capital transfers and 
contributions) of R 1.4 billion for the 2013/14 adjusted budget. The overall increase 
from the original budget is 3%. 

Rental of facilities budget have been reduced by 30% due to low collections as 
reported in the mid-year assessment report. 

The Property rates budget have been increased by R33 million from R159 million to 
R192 million. This is a 21% increase in the budget. This increase was informed by 
prior year trends as well as mid-year performance which was above target by 23%. 

The overall Service Charges budget have been increased by R42 million from R801 
million to R843 million in total (5% increase). This increase was informed by the 
overall mid-year performance above target of 25% as well as the planned vigorous 
implementation of the Revenue Enhancement Plan. 

Other income budget has been cut by (40%) R13 million, from R32 million to R19 
million. Other income reported a 54% below target performance in the first half of 
the financial year. 









Expenditure by Type 
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Expenditure By Type 

Employee related costs 

331,374 

331,339 

350,414 

373,241 

Remuneration of councillors 

17,331 

17,331 

18,371 

19,474 

Debt impairment 

50J59 

144,054 

160,586 

171,820 

Depreciation &. asset impairment 

85,309 


301,760 

301,760 

Finance charges 

12,352 

4,662 

5,472 


Bulk purchases 

499,940 

531,940 

541,314 

584,619 

Other materials 



- 

- 

Contracted services 

79,498 

81,898 

67,074 

71,398 

Transfers and grants 

55,175 

55,175 

58,486 

61,995 

Other expenditure 

313,863 

243,621 

265,878 

266,782 

Loss on disposal of PPE 

- 

~ 

- 

- 

Total Expemditure 




1,856,889 

Surplus/(Deficit) 

(75,535) 


(376,628) 

(380,850) 

Transfers recognised - capital 

87,245 


81,781 

67,714 

Contributions 


179,561 

106,550 

102,700 

Contributed assets 


15,676 

13,600 

13,750 

Surp!us/(Deficit) before taxation 

172,579 

(3,242) 

(174,697) 

(196,686) 

Taxation 

- 

- 

- 

- 

Surplus/(Def!cit) after taxation 

172,579 

(3,242) 

(174,697) 

(196,686) 

Attributable to minorities 

- 

- 

- 

- 

Surp!us/(Deficit) attributable to municipality 

172,579 

(3,242) 

(174,697) 

(196,686) 

Share of surplus/ (deficit) of associate 

- 




Surplus/ (Deficit) for :Uie year 

liijsn 

(3,242) 

(174,697) 



The total adjusted operating budget amounts to R1.7 billion, which amounts to an 
increase in the operational budget by R267 million from the original budget of R 1.4 
billion. 


In the original budget there is a surplus after capital contributions of R172 million, 
after all the adjustments the adjusted budget has a deficit of R3.2 million. 

Debt Impairment budget was increased by R94 million from R50 million to R144 
million (187% increase) to take into the account the average collection rate of 85%. 

Depreciation and asset impairment budget was increased by R216 million from R85 
million to R301 million. This increase was informed by prior year depreciation 
charges as reflected on our financial statements as well as the huge carrying amount 
under our Property, plant and equipment of R2 billion. 

The Repairs and maintenance budget was cut by R19 million from R102 million to 
R83 million. This cut was necessitated by the low spending reported imder repairs in 
the first half as well as to make sure the repair budget is funded and cash-backed. The 













expenditure category may be augmented in terms of Virement Policy should 
circumstances prevail and savings realise. 

The Bulk purchases budget have also been increased by R32 million from R500 
million to R532 million. This increase is to cater for price increases. 

5.1.3 The following table indicates the 2013/14 Operating Budget Adjustments per 
Department and per Item Category: 


2013/14 Adjustments Budget per Department 
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Capital expenditure - Vote 





Vote 1 - Executive & Council 

120 

365 

4,872 

~ 

Vote 2 - Corporate Services 


630 

100 


Vote 3 - Planning & Development 

19,788 

49,260 

20,800 

7,000 

Vote 4 » Community Services 


83,022 

35,480 


Vote 5 - Financial Services 

7,222 


*“ 

_ 

Vote 6 “ Technical services 





Total Capita! Expenditure - Vote 

257,888 


208,502 

193,037 

Capital Expenditure - Standard 





(jovernance and administration 

7372 

1,295 

4,972 

1,000 

Executive and council 

120 

365 

4,872 

- 

Budget and treasury office 

7,222 

300 

- 

- 

Corporate services 

30 

630 

100 

1,000 

Community and public safety 

80,101 

114333 

38,380 

19,370 

Community and ^social services 

43,301 

44,502 

25,800 

15,310 

Sport and recreation 

9,100 

10,289 

580 

4,000 

Public safety 

17,700 

17,700 

7,000 

60 

Housing 

10,000 

41,841 

5,000 

*“ 

Health 

- 

- 

- 

- 

Economic and environmental services 

81,878 

82,971 

44,790 

35,800 

Planning and development 

9,788 

7,419 

15,800 

7,000 

Road transport 

72,090 

75,553 

28,990 

28,800 

Environmental protection 


” 

- 

“ 

Trading services 

88,537 

111,489 

120,360 

136,867 

Electricity 

20,615 

17,037 

87,580 

21,157 

Water 

5,970 

6,572 

8,200 

33,700 

Waste water management 

51,422 

77,350 

22,480 

23,010 

Waste management 

10,530 

10,530 

2,100 

59,000 

Other 

- 


- 

- 

Total Capital Expenditure - Standard 

T;-.;::.:-: 25^888l 


mBSS3MWSi 

193,037. 

Funded by: 





National Government 

Provincial Government 

87,245 

101,701 

66,800 

57,859 

District Municipality 

Other transfers and grants 

13,150 

15,678 

18,600 

15,250 

Total Capital transfers recognised 


117,380 

85,400 

73,109 

Public contributions ^ donations 

Borrowing 

147,720 

179,561 

89,630 

98,288 

Internally generated funds 

9,773 

13,148 

33,472 


' Total Capital Funding 

257,888 

310,089 

208,502 


















A Capital Budget to the amount of R257 million was approved by Council for the 
2013/14 Financial Year. The Capital Adjustments amount to R52 million, which 
comprise of: 

Human Settlement Grant R3 1 .8 million 

MIG Roll-over RI4.5 million 

Gert Sibande Grant R 2.5 million 

Internally Generated Funds R 3.4 million 

The Capital Adjusted Budget is R310 million. 

5.2 2013/14 Capital Budget Adjustments 







Anglo 

23,304,882 

23,304,882 

- 

2,500,000 

Department of Human settlement 

- 

31,841,000 

1,000,000 

- 

Eskom 

115,000 

115,000 

10,500,000 

514,000 

Gert Sibande District 

13,150,000 

15,678,350 

18,600,000 

45,740,000 

MIG 

87,245,000 

101,701,271 

66,799,548 

34,358,327 

Revenue 

9,773,220 

13,148,220 

33,552,078 

22,140,000 

Sasol 

122,100,000 

122,100,000 

78,050,000 

87,785,113 

Shanduka 

2,200,000 

2,200,000 

- 

- 

Grand Total V-- '' 

257,888,102 

310,088,723 | 

208,501,627 

193,037,440 


• Please note that an amount of R2 million for EPWP which was previously 
included in the Capital Budget has been transferred to the Operational Budget. 

6. CASH FLOW POSITION 

Cash received from operating activities is utilised to provide working capital and to 
temporarily fund capital expenditure in advance of the receipt of capital grants. 
Operating cash- flow deflects or surpluses are forecasted and managed on a daily basis 
through use of short term credit facilities, should the need arise. 

A Report on the short term bridging finance facility agreement has been approved by 
Council on A26/05/2013. In this regard approval has been granted for short term debt 
as and when required according to the cash flow position of the CoT for an amount 
not exceeding R25 million at any time during the 2013/14 financial year. 














































RECOMMENDATIONS OF THE MUNICIPAL MANAGER 


1. That in terms of Section 28(2) of the Municipal Finance Management Act, 2003 (Act 56 
of 2003) the proposed 2013/14 Adjustment Budget BE APPROVED as set out in die 
following Adjustment Schedule as contained in Annexure “A”: 


Schedule Bl: 
Schedule B2: 
Schedule B3: 

Schedule B4: 
Schedule B5: 
Schedule B6: 
Schedule B7: 
Schedule B8: 
Schedule B9: 
Schedule BIO: 


Adjustment Budget Summary 

Adjustment Budget Financial Performance (Standard Classification) 
Adjustment Budget Financial Performance (Revenue and Expenditure 
by Municipal Vote) 

Adjustment Budget Financial Performance (Revenue and Expenditure) 
Adjustment Budget Capital Expenditure by Vote and Funding 
Adjustment Budget Financial Position 
Adjustment Budget Cash Flows 

Cash Backed Reserves / Accumulated Surplus Reconciliation 

Asset Management 

Basic Service Delivery Measurement 


2. That it BE ACKNOWLEDGED that Gert Sibande District Municipality increased 
Capital Grant allocation from R13 150 000 to R15 678 350. 

3. That provision BE MADE for roll-over of R14 456 271 Municipal Infrastructure Grant 
for the 2012/13 Financial year as per discussion held with National Treasury and 
Provincial COGTA, although projects have been implemented and allocation spent in 
July 201 3. 

4. That it BE ACKNOWLEDGED that an amount of R4 070 694 million have been 
withheld from equitable shares relating to 201 1/2012 roll-over that was not cash-backed, 
that related to fencing projects that were implemented in 2012/13. 

5. That it BE ACKNOWLEDGED that an amount of R31 841 000 million was received 
from the Provincial Department of Human Settlement for funding for acquisition of 
ervens in Emzinoni Extension 5. 


6. That the Adjustment Budget for 2013/14 with amended Service Delivery and Budget 
implementation plans BE SUBMITTED to National Treasury and Provincial Treasury 
within 1 0 working days after being tabled to Council. 

7. That the Adjustment Budget BE MADE public in accordance with Section 21 A of the 
Municipal Systems Act within 10 days after approval by Council and BE PLACED on 
Municipal website. 



1, Chapter 1 : Overview 

1.1 Background 

The 2013/14 MTREF was approved by Council on 16 May 2013 in accordance with Section 24(1} of the Local 
Government; Municipal Finance Management Act, 2003 (Act 56 of 2003) (MFMA) and applicable National 
treasury finance management reform requirements. 

Section 72 of the MFMA stipulates that the Accounting Officer must by 25 January assess the performance of 
the municipality during the first half of the financial year. Section 72 (3), read with section 54 (1) (f) & section 
54 (2) stipulates that as part of the performance assessment of the municipality during the first half of the 
financial year, the Accounting Officer must make recommendations as to whether an adjustments budget is 
necessary and recommend revised projections for revenue and expenditure, to the extent that it may be 
necessary. 

The Mid-year budget review report to be considered by Council indicated the necessity for tabling an 
Adjustments Budget for the 2013/14 financial year for inter alia, the following: 

To adjust the some revenue estimates downward and upward owing to a declining trend in certain 
operating revenue sources, such as "Rental of Facilities". 

To authorise the utilisation of projected savings in one vote towards spending under another vote. 

To facilitate the inclusion of rolled over / transfer grant funding. 

1.2 Regulation 

In terms of Section 28 of the MFMA a municipality may revise an approved annual budget through an 
adjustment budget. It is important to note that the adjustment budget is not a re-budgeting process, thus fiscal 
discipline must be adhered to at all times. Only the Mayor may table an adjustment budget in the municipal 
council and it may only be tabled within prescribed limitations as to timing or frequency. In terms of the 
Municipal Budget and Reporting Regulations, only one adjustment budget may be tabled in Council during the 
financial year, after tabling of the mid-year budget and performance assessment, but not later than 28 
February. 

1.3 Financial overview 

The following table summarises the outcome of the 2013/2014 Adjustment Budget: 

Table 1: Consolidated overview of the 2013/2014 Adjustment Budget 


Description 

Original Budget 
2013/2014 

Adjusted Budget 
2013/2014 

Budget 2014/2015 

Budget 2015/2016 

R’OOO 

R»000 

R’OOO 

R’OOO 

Total Operating Revenue 

1 369 466 

1411600 

1 392 728 

1 476 040 

Total Operating 

Expenditure 

: . 1445002 



1 856889 

Surplus /( Deficit) for the 
year 

(75535) 

(300180) 

(376628) 

(380 850) 

Total Capital Expenditure 

«25Z888 

310 089 

©208502 

193037 
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The council approved the 2013/14 Original revenue budget to the amount of R1, 37 billion which has been 
increased with R42 million to R1, 4 billion (+3%). Furthermore the total expenditure of R1, 4 billion was 
increased to R1, 7 billion (+18%). 

The deficit for the year is R300 million, it shows a growth of R225 million. Municipalities have been advised by 
the Provincial Treasury that in cases of deficit the amount must not exceed provision for depreciation which a 
non-cash item. The expected depreciation is estimated at R301 million, for the 2012/13 financial year actual 
depreciation was R308 million. There have been repairs and maintenance carried on infrastructure projects 
during this year. 

The Municipality is however cautioned to work towards a cash-backed budget in terms of Circular 42. It is 
therefore prudent to develop an integrated at least three to five year financial plan to turn the picture around. 

The following changes were effected with regard to the operating budget when compared to the original 
budget; 


Table 2: Significant Operational Budget Adjustments 


Significant Budget Adjustments 

Original Budget 

Adjusted Budget 

Adjustments 

Expenses 


■' 88 


Bad Debts 

50,159,387 

144,054,070 

-93,894,682 

Bulk Purchases 

499,940,297 

531,940,297 

-32.000,000 

Depreciation 

85,308,711 

301,760,373 

-216,451,^2 

General expenses 


gsig:;ti55, 447,516.: 

-11,513,428 

Inter-Departmentai Transfers 

59,425,525 

- 

59,425,525 

Repairs ^and maintenance 

1 02, 6i 2,283 

83,251,077 

19,361,205 

income 




Income for Agency Services,,,, MSSUSmB 

-33,935,109 

-73,935,109 

40,000.000^ 

Inter-Departmental Charges 

-59,456,171 

- 

-59,456,171 

Other Income* , ; 

s«j-32,322,054 

«-19.242,064 

-13,079,990 

Property rates 

-159,193, 5'l4 

-192,601,075 

33,407,561 

Service Charges - i 

lili-801, 166,960' 


42,465,157 


Table 3: Summary of the Municipality’s 2013/2014 Capital Budget per Source 


Source 

Original 

budget 

Adjusted 

budget 

2014-2015 

2015-2016 

Anglo 

23,304,882 

.if^oQk 


2,500,000: 

Department of Human settlement 

- 

31,841,000 

1,000,000 

- 

Eskom 

115,000 

115,000 


514,000 

Gert Sibande District 

13,150,000 

15,678,350 

1 

18,600,000 

45,740,000 

MIG r 

87,245,000 

101,76i!f71 

11^ 

94,358,327 

Revenue 

9,773,220 

13,148,220 

33,552,078 

22,140,000 

Sasol 

122,100,000' 

12^100,000 i 

.78,050,000 

87,785,113 

Shanduka 

2,200,000 

2,200,000 

- 

- 

Grand Total 

257,888,102 

310,088,723 

208,501,627 1 193,037,440 
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A capital budget to the amount of R257 million was approved by council for the 2013/2014 financial year. The 
capital adjustments amount to R52 million. This increase is mainly attributable to the Human settlement grant 
(R31 .8 million) and the MIG rollover of R14 million. 

The capital budget has been adjusted to R310 million. 
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2. Chapter 2: Section 13: Quality Certification By Accounting Officer 


QUALITY CERTIFICATE 

1, M F Mahlangu , the municipal manager of Govan Mbeki Local Municipality, hereby certify that:- 

U 

The Adjusted Budget 

and supporting documentation for the Adjusted Budget has been prepared in accordance with the Municipal 
Finance Management Act and the regulations made under the Act. 

Print Name: J Mokgatsi 

Chief Financial Officer of Govan Mbeki Local Municipality (MP307) 

Signature: 

Date: 

Print Name: M F Mahlangu 

Municipal Manager of Govan Mbeki Local Municipality (MP307) 

Signature: 

Date: 


5 I P a g e 



3. Chapter 3: Executive summary 

3.1 Executive Summary 

The Adjustment Budget was prepared in terms of the guidelines contained in Section 28(2) of the MFMA and 
furthermore ensures that the Municipality continues to delivery on its core mandate and identified priorities and 
principles, achieve its developmental goals and entails prioritising all available resources towards essential 
services and contractual financial commitments. 

In general, the aim with the compilation of the 2013/14 Adjustment Budget is to align the expenditure to the 
revenue and ensure that the budget is funded. The Head of Departments need to apply belt tightening 
measures by reprioritising and down scaling of non-core functions to uphold service delivery towards core 
functions on a sustainable level. Furthermore measures in place are the funds management tool, which 
assists in budgeted allocations not being exceeded and savings to be affected as far as possible. 

The under mentioned principles gave guidance to the compilation of the 2013/14 Adjustment Budget: 

The Budget must be funded in terms of the funding compliance procedure set out in MFMA Circular 
42, and the Funding Compliance Guideline, 

Affordability within the context of sustainability must be considered and maintained. 

Property rates and Service charges shows an insignificant growth compared to the previous 
consumptions. 

Funding will only be considered subject to: 

* Additional Revenue. 

* A projected under collection in revenue that will result in a request to decrease the relevant 
revenue, must be accompanied by a comesponding decrease in expenditure. 

* Savings identified in other programmes and projects. 

* Grants to be received from an external source. 

* Submissions which relate to external funding sources must be accompanied by proof of 

confirmation from the relevant transferring authority. 

* Appropriation of funding from National / Provincial departments should be accompanied by 
acceptable documentation as per MBRR. 

Filling of vacancies should be processed within current allocation. 

Overtime to be managed within the available resources and departments are encouraged to adopt a 
shift system to manage overtime expenditure. 

Repairs and Maintenance should not be compromised. 

Consideration needed to be given to the business plans, including targets and objectives. 

The Staff cost proposed is based on current salary bill and all advertised positions. 
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Departments need to concentrate on core functions, proactively review and reprioiitize their budget. 

The 2013/2014 Adjustments Budget must only address adjustments relating to capital projects within 
the approved 2013/2014 MTREF. 

Should the departments be aware of any internal funding on the Capita! Budget that will not be spent 
in the 2013/2014 financial year the department must indicate the amount as a saving. No savings on 
grant funding will be accommodated, as all grant allocations must be spent according to the terms and 
conditions of the grant. 

All proposed capital adjustments must be accompanied by revised cash flow and milestone 
projections to ensure timely submission to the Performance Monitoring and Evaluation. 

Submissions which relate to external funding sources must be accompanied by proof of confirmation 
from the relevant transferring department or institution. 

3.2 Operating budget 

3.2.1 Adjustments Budget Financial Performance (revenue per source) 

The following table reflects the approved 2013/14 MTREF, the proposed 2013/14 Adjustment Budget 
(revenue by source) and the subsequent outer years: 


MP307 Govan Mbeki - Table B4 Adjustments Budget Financial Performance (revenue and expenditure) ■ February 2014 




ilSBdUMilWis: 

JBiiiiiiil 






Revenue Bv Source 





Property rates 

159,194 

192,601 

168,745 

178.870 

Property rates - penalties & collection charges 


- 



Service charges - electricity revenue 

382,875 

410,275 

413,506 

446,585 

Service charges - water revenue 

269,530 

269.530 

295,998 


Service charges - sanitation revenue 

59,448 

66,580 

64,654 

70,334 

Service charges • refuse revenue 

79,316 

87,247 

85,661 

92,514 

Service charges - other 

10,000 


42,012 


Renta! of facilities and equipment 

4.675 

3,273 

4,955 

5,253 

Interest earned - externa! investments 

1,292 

1,492 

1,370 

1,452 

Interest earned - outstanding debtors 

35,955 

35,955 

38,113 


Dividends received 

- 

- 



Fines 

9,721 

9,721 


10,922 

Licences and permits 

14 

14 

15 

16 

Agency services 

33,935 

73,935 

35,971 

38,129 

Transfers recognised - operating 

196,735 

196,735 

197,164 


Other revenue 

91,778 

19,242 

34,261 

36,317 

Gains on disposal of PPE 

35,000 



“ 

Total Revenue (excluding capital transfers and contributions) 

1,369,466 

1,411,600 

1,392,728 

1,476,040 


The above table indicates a total operating revenue (excluding capital transfers and contributions) of R1,4 
billion for the 2013/2014 adjusted budget. The overall increase from the original budget is 3%. 
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Rental of facilities budget have been reduced by 30 % due to low collections as reported in the mid-year 
assessment report. 


The property rates budget have been increased by R33 million from R159 million to R192 million. This is 
a 21% increase in the budget. This increase was informed by prior year trends as well as mid-year 
performance which was above target by 23% 

The overall Service charges budget have been increased by R42 million from R801 million to R843 
million in total (5% increase).This increase was informed by the overall mid-year performance above target 
of 25% as well as the planned vigorous implementation of the revenue enhancement plan. 

Other income budget has been cut by (40%) R13 million from 32 million to R19 million. Other income 
reported a 54% below target performance in the first half of the financial year. 

3.2.2 Adjustments Budget Financial Performance (expenditure) 


The following table reflects the approved 2013/14 MTREF, the proposed 2013/14 Adjustment Budget 
(Expenditure) and the subsequent outer years; 


MP307 Govan Mbeki - Table B4 Adjustments Budge 

Financial Perfo 

rmance (revenue 

and expenditure) 

• February 2014 










Expenditure Bv Tvoe 





Employee related costs 

331.374 

331,339 

350,414 

373,241 

Remuneration of councillors 

17,331 

17,331 

18,371 

19,474 

Debt impairment 

50,159 

144,054 

160,586 

171,820 

Depreciation & asset Impairment 


301,760 

301,760 


Finance charges 

12,352 

4,662 

5,472 

5,800 

Sulk purchases 

499,940 

531,940 

541,314 

584,619 

Other materials 

- 

- 

- 


Contracted services 

79,498 

81,898 

67,074 

71,398 

Transfers and grants 

55,175 

55,175 

58.486 

61,995 

Other expenditure 

313,863 

243,621 

265,878 

266,782 

Loss on disposal of PPE 

- 

- 

- 


Total Expenditure 


1,711,781 

1,769,356 

HBSIH 

Surplus/fDeficit) 

(75,535) 


(376,628) 

(380,850) 

Transfers recognised - capital 

87.245 

101,701. 

81,781 

67,714 

Contributions 

147,720 

179,561 

106,550 

102,700 

Contributed assets 

13,150 

15,676 

13,600 


Surplus/(Deficit) before taxation 

172,579 



(196,686) 

Taxation 



■HH 

-- 

Surplus/(Deficit) after taxation 

172,579 

(3,242) 



Attributable to minorities 

- 




Surplus/(Deficlt) attributable to municipality 

172,579 




Share of surplus/ (deficit) of associate 

- 




Surplus/ (Deficit) for the year 

172,579 


(174,697) 

(196,686) 


The total adjusted operating budget amounts to R1, 7 billion, which amounts to an increase in the operational 
budget by R267 million from the original budget of R1, 4 billion. 

In the original budget there is a surplus after capital contributions of R172 million, after ail the adjustments the 
adjusted budget has a deficit of R3, 2 million. 
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Debt impairment budget was increased by R94 million from R50 million to 144 million (187% increase) to 
take into account the average collection rate of 85%. 

Depreciation and asset impairment budget was increase by R216 million from R85 million to R301 million. 
This increase was informed by prior year depreciation charges as reflected on our financial statements as well 
as the huge carrying amount under our Property, plant and equipment of R2 billion. 

The repairs and maintenance budget was cut by R19 from R102 million to R83 million. This cut was 
necessitated by the low spending reported under repairs in the first half as well as to make sure the repairs 
budget is funded and cash backed. The expenditure category may be augmented in terms of Virement Policy 
should circumstances prevail and savings realise. 

The Bulk purchases budget have also been increased by R32 million from R500 million to R532 million. This 
increase is to cater for price increases. 


3.3 Capital Budget 


The following table provides a summary of the municipality’s 2013/2014 capital budget. 


MP307 Govan Mbeki - Table B5 Adjustments Capital Expenditure Budget by vote and funding - February 2014 


Description 

Budget Year 2013/14 

Budget Year +1 2014/15 

BudgetVear +2 2015/16 

R thousands 

Original Budget 

Adjusted Budget 

Adjusted Budget 

Adjusted Budget 

Caoital expenditure • Vote 





Vote 1 - Executive & Council 

120 

365 

4,872 

- 

Vote 2 - Corporate Services 

30 

630 

100 

1,000 

Vote 3 - Plannir^ & Devebpment 

19,788 

49,260 

20,800 

7,000 

Vote 4 - Community Services 

80,631 

83,022 

35,480 

78,370 

Vote 5 - Financial Services 

7,222 

300 

- 

- 

Vote 6 - Technical services 

150,097 

176,512 

147,250 

106,667 

Total Capital Expenditure • Vote 

257.888 

310,089 

208,502 

193,037 

Capital Expenditure * Standard 





Govmance and administmtion 

7.372 

1,295 

4,972 

1,000 

Executive and council 

120 

365 

4,872 

- 

Budget and treasury office 

7,222 

300 

- 

- 

Corporate services 

30 

630 

100 

1,000 

Community and public safety 

80,101 

114,333 

38,380 

19,370 

Community and social services 

43,301 

44,502 

25,800 

15,310 

Sport and recreation 

9,100 

10,289 

580 

4,000 

Public safety 

17,700 

17,700 

7,000 

60 

Housing 

10,000 

41,841 

5,000 

- 

Health 

- 


- 


Economic and environmental 





setvices 

81,878 

82,971 

44,790 

35,800 

Planning and development 

9,788 

7,419 

15,800 

7,000 

Road transport 

72,090 

75,553 

28,990 ^ 

28,800 

Environmental protection 

“ 

- 

~ 

- 

Trading services 

88,537 

111,489 

120,360 

136,867 

Electricity 

20,615 

17,037 

87,580 

21.157 

Water 

5,970 

6,572 

8,200 

33,700 

Waste water management 

51,422 

77,350 

22,480 

23,010 

Waste management 

10,530 

10,530 

2,100 

59,000 

Other 

- 

- 

... 


Total Capita! Expenditure - Standard 

257,888 

310,089 

208,502 

193,037 
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Funded by: 





National Government 

87.245 

101,701 

66.800 

57.859 

Pfovinclai Government 


- 



District Municipality 

13,150 

15,678 

18.600 

15,250 

Other transfers and grants 


- 



Total Capital transfers recognised 

100,395 

117,380 

85,400 

73,109 

Public contributions & donations 

147.720 

179,561 

89.630 

98,288 

Borrowing 


- 



Internally generated funds 

9,773 

13,148 

33,472 

21,640 

Total Capital Funding 

257,888 

310,089 

208,502 

193,037 


A capital budget to the amount of 257 million was approved by council for the2013/2014 financial year. The capital 
adjustments amount to 52 million, which comprise of; 

Human settlement grant 31 .8 million 

MIG roil over 14.5 million 

Gert Sibande grant 2.5 million 

Internally generate funds 3.4 million 

The capital adjusted budget is 310 million 


The following table provides a summary of the municipality’s 2013/2014 capital budget per source 


Source 

Original budget 

Adjusted budget 

2014-2015 

2015-2016 g 

Anglo 

:23,3d4;S82; 

V i23,304^M 


500,000 

Department of Human settlement 

- 

31,841,000 

1,000,000 

- 

' Eskom 

'115,000 

115,000 

10,500,000? 

5^00 

Gert Sibande District 

13,150,000 

15,678,350 

18,600,000 

45,740,000 


87,245,000 

* 101,701,271' 

66,799,548 

... 34,358,327 

Revenue 

9,773,220 

13,148,220 

33,552,078 

22,140,000 

Sasol ■ 

122,100,000 

tl22, 100,000 

.78,050,000 

1 87,785,113 ^ 

Shanduka 

2,200,000 

2,200,000 

- 


Grand Total 

i. 257,888,102 

310^088,723 

268,501,627 

1 193,037,440 


* Please note that an amount of R2 million for EPWP which was already included in the Capital Budget has 
been transferred to the Operational Budget 

4. Chapter 4: B Schedules 

The following B Schedules are attached as Annexures: 

Schedule Bl: Adjustment Budget Summary 

Schedule B2: Adjustment Budget Financial Performance (Standard Classification) 
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Schedule B3: 

Schedule B4; 
Schedule B5: 
Schedule B6; 
Schedule B7: 
Schedule B8: 
Schedule B9: 
Schedule BIO: 


Adjustment Budget Financial Performance (Revenue and Expenditure by Municipal 
Vote) 

Adjustment Budget Financial Performance (Revenue and Expenditure) 

Adjustment Budget Capita! Expenditure by Vote and Funding 
Adjustment Budget Financial Position 
Adjustment Budget Cash Flows 

Cash Backed Reserves/Accumulated Surplus Reconciliation 

Asset Management 

Basic Service Delivery Measurement 


Additional supporting SB-Schedules are attached for perusal. SDBIP related schedules will be completed 
prior to submission of the budget to National and Provincial Treasury. 
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5. Chapter 5: Recommendations 


RECOMMENDATIONS OF THE MUNICIPAL MANAGER 


1 . That in terms of Section 28(2) of the Municipal Finance Management Act, 2003 (Act 56 of 2003) the 
proposed 2013/14 Adjustment Budget BE APPROVED as set out in the following Adjustment 
Schedule as contained in Annexure "A": 


Schedule B1: 
Schedule B2: 
Schedule B3: 

Schedule B4: 
Schedule B5: 
Schedule B6: 
Schedule B7: 
Schedule B8: 
Schedule B9: 
Schedule BIO: 


Adjustment Budget Summary 

Adjustment Budget Financial Performance (Standard Classification) 

Adjustment Budget Financial Performance (Revenue and Expenditure by Municipal 
Vote) 

Adjustment Budget Financial Performance (Revenue and Expenditure) 

Adjustment Budget Capital Expenditure by Vote and Funding 

Adjustment Budget Financial Position 

Adjustment Budget Cash Flows 

Cash Backed Reserves/Accumulated Suiplus Reconciliation 

Asset Management 

Basic Service Delivery Measurement 


2. That it BE ACKNOWLEDGED that Gert Sibande District Municipality increased Capital Grant 
allocation from R13 150 000 to R15 678 350. 

3. That provision BE MADE for roll-over of R14 456 271 Municipal Infrastructure Grant for the 2013/13 
Financial year as per discussion held with National Treasury and Provincial COGTA, although project 
have been implemented and allocation spent in July 2013. 

4. That it BE ACKNOWLEDGED that an amount of R4 070 694 million have been withheld from 
equitable shares relating to 2011/2012 roll-over that was not cash-backed, that related to fencing 
projects that were implemented in 2012/2013. 

5. That it BE ACKNOWLEDGED that an amount of R31 841 000 million was received from the 
Provincial Department of Human Settlement for funding for acquisition of ervens in Emzinoni 
Extension 5. An amount of R27.9 million will be included in this adjustment. 

6. That the Adjustment Budget for 2013/2014 with amended Service Delivery and Budget 
Implementation plans BE SUBMITTED to National treasury and Provincial Treasury within 10 working 
days after being tabled to Council. 

7. That the Adjustment Budget BE MADE public in accordance with Section 21 A of the Municipal 
systems Act within 10 days after approval by Council and BE PLACED on Municipal website. 




